














































































































































































































































































































































































































































































































































































































__________________________________________________________________________________________________ 
DOH/PPA/…CON#1708-026                                                                                                     Pavilion-THS, LLS 
                                                                                                                                     Nursing Home Services 

CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 

DIVISION OF POLICY, PLANNING AND ASSESSMENT 
615-741-1954 

 
DATE: October 31, 2017 
  
APPLICANT: Pavilion-THS, LLC 
 1406 Medical Center Drive 
 Lebanon, Tennessee 37087 

 
CONTACT PERSON: Hal Bone 
 680 Tennessee Blvd. 
 Lebanon, Tennessee 37087 
  
COST: $1,151,755 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed 
this certificate of need application for financial impact, TennCare participation, compliance with 
Tennessee’s State Health Plan, and verified certain data.  Additional clarification or comment 
relative to the application is provided, as applicable, under the heading “Note to Agency Members.” 
 
SUMMARY: 
The applicant, Pavilion-THS, LLC who currently owns and operates 60 licensed skilled nursing beds 
at the Pavilion Senior Living-Rehabilitation and Long Term Care at Lebanon located at 1406 
Medical Center Drive, Lebanon Tennessee 37087 seeks Certificate of Need (CON) approval to add 
an additional 20 Medicare skilled nursing home beds to their existing bed compliment for a total of 
80 beds. 
 
The project involves new construction to add a new wing to the existing Nursing Home and will 
contain 7 double occupancy rooms and 6 single occupancy rooms.  The 6 single occupancy rooms 
will bring the total private rooms to 14. 
 
The finished new construction will total 8,340 square feet and cost approximately $111.11 per 
square foot. 
 
The total project cost is $1,151,755 and will be financed through cash reserves and a loan from 
Hal Bone, a Member of Total Healthcare Systems, LLC.  Details are provided in Attachment Section 
A-3-A (6). 

GENERAL CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all of the general criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 
NEED: 
The applicant’s service area is Wilson County.  The 2017 Wilson County total population is 131,486 
increasing to 136,217 in 2019, an increase of 3.6%.  The 2017 65+ population is 20,997, 
increasing to 23,241 in 2019, an increase of 10.7%. 
 
There are four skilled nursing facilities in the applicant’s service area. 
 

Wilson County Nursing Home Utilization 2015 
 Licensed 

Beds 
MCARE 
Only-

Certified 

Dually 
Certified 

Level 1 
Certified 

LIC ONLY 
Beds Non-
Certified 

SNF 
MCARE 

ADC 

Level 2 
MCAID 

ADC 

Skilled 
All other 
Payors 

ADC 

Non 
Skilled 

ADC 

Total 
ADC 
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Lebanon 
Health and 
Rehab Ctr 

60 60 0 0 0 25.4 0 2.35 6.15 34.07 

Mt. Juliet 
Care Center 

106 0 106 0 0 12.43 0 0 59.25 71.68 

Quality Ctr 
for Rehab 
and Healing 

280 80 0 200 0 37.09 14.19 3.65 189.60 244.53 

The Pavilion 60 0 60 0 0 15.18 0 0 42.2 57.39 

 506 140 166 200 0 90.24 14.19 6 297.2 407.64 

 
Nursing Home Utilization Trends-2013-2015 

Facility Licensed 
Beds  

2013 
Patient 
Days  

2014 
Patient 
Days  

2015 
Patient 

Days 

’13-’15 
% 

Change 

2013 % 
Occupancy 

2014 % 
Occupancy 

2015 % 
Occupancy 

Lebanon 
Health and 
Rehab Ctr 

60 11,974 11,682 12,426 3.77 54.67 53.34 56.74 

Mt. Juliet 
Care Center 

106 30,771 27,901 21,162 -31.2 79.5 72.1 54.7 

Quality Ctr 
for Rehab 
and Healing 

280 85,645 85,290 89,253 4.2 83.8 83.5 87.3 

The Pavilion 60 21,577 21,309 20,946 -2.9 98.5 97.3 98.6 

 506 149,967 146,182 143,787 -4.1 81.2 79.1 77.9 

 
Pavilion-THS, LLC is the 100% owner and operator of the Pavilion Senior Living-Rehabilitation and 
Long Term Care at Lebanon.  Pavilion-THS is owned 100% by Total Healthcare Systems, LLC.  The 
owners of Total Healthcare Systems LLC are Gordon Bone (52%), Hal Bone (24%), Suanne Bone 
(24%).  The Bones own interests in three other communities:  The Pavilion Senior Living at 
Carthage in Carthage, Crestview Manor located in Jane Lew, West Virginia, and The Pavilion Senior 
Living at Lebanon, an assisted living (ALF) and memory care facility scheduled to open on August 
18th, 2017 which will be located across a private drive from the nursing home. 
 
Another affiliate of the applicant is finalizing plans for an independent living community (ILF) to be 
located on land adjacent to the ALF and thus also across the private drive from the nursing home 
will create a campus style environment where seniors can age in place.  The ILF is expected to 
have 58 units consisting of 21 duplex style cottages and 16 single style family homes.  The ILF 
homes are currently scheduled to open in 2018. 
 
The applicant and the other Pavilion Entities are developing a campus setting providing housing 
and care ranging from independent living cottages and duplexes to assisted living and memory 
care to skilled living.  The continuum of services that will be offered will allow individuals to age in 
place in a community that they have chosen to call home. 
 
There are currently no nursing homes associated with assisted living facilities in the service area 
and therefore no campus-like setting for Wilson County residents to age in place.  The opening of 
th ALF concurrently with the filing of this application and the development of independent living 
duplexes and cottages within the next year will generate nursing home residents from within the 
Pavilion Community.  Thus, the impact on existing providers will be minimal. 
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20 Bed Projected Utilization 
Year Licensed 

Beds 
Medicare 

Beds 
SNF 

Medicare 
ADC 

Level 2 
Medicaid 

ADC 

SNF All 
other 
Payor 
ADC 

Non Skilled 
ADC 

Total ADC  Licensed 
Occupancy % 

1 20 20 4.61 0 3.07 7.68 15.36 76.8 
2 20 20 4.5 0 3.6 9.9 18 90 

 
80-Bed Projected Utilization 

Year Licensed 
Beds 

Medicare 
Beds 

SNF 
Medicare 

ADC 

Level 2 
Medicaid 

ADC 

SNF All 
other 
Payor 
ADC 

Non Skilled 
ADC 

Total ADC  Licensed 
Occupancy % 

1 80 80 20.98 0 7.33 43.95 73.26 91.6 
2 80 80 22.76 0 7.59 45.53 75.88 94.9 

 
The Tennessee Department of Health calculated the nursing home bed need for Wilson County to 
be 909 beds.  Currently there are 506 beds at the four facilities in the county, leaving a need for 
403 beds.  
 
TENNCARE/MEDICARE ACCESS: 
The applicant participates in the Medicare and TennCare Medicaid programs.  The applicant 
contracts with TennCare MCOs AmeriGroup, United Healthcare Community Plan, and BlueCare. 
 
The projected year one gross Medicare revenues for the 20 bed project are $372,899 or 20% of 
total gross revenues and TennCare/Medicaid revenues are projected to be $932,247.50 or 50% of 
total gross revenues. 
 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
The Department of Health, Division of Policy, Planning, and Assessment have reviewed the Project 
Costs Chart, the Historical Data Chart, and the Projected Data Chart to determine if they are 
mathematically accurate and if the projections are based on the applicant’s anticipated level of 
utilization.  The location of these charts may be found in the following specific locations in the 
Certificate of Need Application or the Supplemental material: 
 
 Project Costs Chart:  The Project Cost Chart is located on page 29 of the application.  The 

total project cost is $1,151,755. 
 

Historical Data Chart: The Historical Data Chart is located on page 31R of the application.  
The applicant reported 21,309, 20,946, 20,456 patient days in 2014, 2015, and 2016 with 
net operating revenues of $644,545, $534,855, and $660,898 each year, respectively. 

 
Projected Data Chart: The Projected Data Chart for the total facility is located on page 
34R of the application.  The applicant projects 26,737 and 27,697 patient days in years one 
and two with net operating revenues of $665,317 and $755,641 each year, respectively. 

 
Projected Data Chart: The Projected Data Chart for the project is located on page 36R of 
the application.  The applicant projects 5,610 and 6,570 patient days in years one and two 
with net operating revenues of $270,226 and $360,550 each year, respectively 

 
Proposed Charge Schedule 

 Previous Year Current Year Year One Year Two % Change  

Gross Charge 306.10 n/a 332.35 373.80 22.1 

Average 
Deduction 

29.73 n/a 30.21 31.49 5.91 

Average Net 
Charge 

276.37 n/a 302.14 342.31 23.86 
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Direct Patient Care Proposed Staffing 
Title Proposed 

FTE 
RN 2 
LPN 15 
CNA 30 

Nurse Manager 2 
DNS 1 
MDS 1.5 

Total 51.5 
 
    Non-Patient Care Staff 

Administrator 1 
Nurse Educator .5 

Receptionist 1.5 
Sales .5 

Social Services 1 
Activity Director 1 

Admission 1 
Laundry 4 

Housekeeping 5 
Cook 4 

Dietary Aide 3 
Maintenance Dir. 1 
Office Manager 1 

 24.5 
 
 

Project Payor Mix Year One 
Payor Source Projected 

Gross 
Operating 
Revenue 

% of Total 

Medicare/Medicare Managed Care 372,899.00 20 
TennCare/Medicaid 932,247.50 50 

Commercial/Other Managed Care 205,094.45 11 
Self-Pay 354,254.05 19 

Worker’s Comp   
Charity Care   

  100% 
 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
The applicant provides a listing of all healthcare agreements with providers on page 42 of the 
application. 
 
The applicant believes this project will have a positive effect on the health care system by 
developing a campus that offers seniors the opportunity to reside in one community for the 
remainder of their lives as they age and their medical needs advance. 
 
The applicant partners with multiple local schools to provide an environment for students to gain 
real life experience.  The applicant currently has partnerships with Cumberland University, Lebanon 
High School, Wilson Central High School, McGavock High School, and Tennessee College of Applied 
Technologies. 
 
The applicant is licensed by the Tennessee Department of Health, Board for Licensing Healthcare 
Facilities. 
 

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED 
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The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 

NURSING HOME SERVICES 
 
Standards and Criteria 
 

1. Determination of Need. 
 

The need for nursing home beds for each county in the state should be determined by 
applying the following population-based statistical methodology: 
 

Need =  .0005 x population 65 and under, plus 
 .012 x population 65-74, plus 

    .060 x population 75-84, plus 
    .150 x population 85 + 
 
The Tennessee Department of Health calculated the nursing home bed need for Wilson 
County to be 909 beds.  Currently there are 506 beds at the four facilities in the county, 
leaving a need for 403 beds.  
 

2. Planning horizon:  The need for nursing home beds shall be projected two years into the 
future from the current year.  
 
The applicant’s service area is Wilson County.  The 2017 Wilson County total population is 
131,486 increasing to 136,217 in 2019, an increase of 3.6%.  The 2017 65+ population is 
20,997, increasing to 23,241 in 2019, an increase of 10.7%. 

 
 

 
3. Establishment of Service Area: A majority of the population of the proposed Service 

Area for any nursing home should reside within 30 minutes travel time from that facility. 
Applicants may supplement their applications with sub-county level data that are available 
to the general public to better inform the HSDA of granular details and trends; however, 
the need formula established by these Standards will use the latest available final JAR data 
from the Department of Health. The HSDA additionally may consider geographic, cultural, 
social, and other aspects that may impact the establishment of a Service Area.  

 
The applicant’s designated service area is Wilson County. 

 
4. Existing Nursing Home Capacity: In general, the Occupancy Rate for each nursing 

home currently and actively providing services within the applicant’s proposed Service Area 
should be at or above 90% to support the need for any project seeking to add new 
nursing home beds within the Service Area and to ensure that the financial viability of 
existing facilities is not negatively impacted. 

 
Wilson County Nursing Home Utilization 2015 

 Licensed 
Beds 

MCARE 
Only-

Certified 

Dually 
Certified 

Level 1 
Certified 

LIC ONLY 
Beds Non-
Certified 

SNF 
MCARE 

ADC 

Level 2 
MCAID 

ADC 

Skilled 
All other 
Payors 

ADC 

Non 
Skilled 

ADC 

Total 
ADC 

Lebanon 
Health and 
Rehab Ctr 

60 60 0 0 0 25.4 0 2.35 6.15 34.07 

Mt. Juliet 
Care Center 

106 0 106 0 0 12.43 0 0 59.25 71.68 
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Quality Ctr 
for Rehab 
and Healing 

280 80 0 200 0 37.09 14.19 3.65 189.60 244.53 

The Pavilion 60 0 60 0 0 15.18 0 0 42.2 57.39 

 506 140 166 200 0 90.24 14.19 6 297.2 407.64 

 
 

5. Outstanding Certificates of Need: Outstanding CONs should be factored into the 
decision whether to grant an additional CON in a given Service Area or county until an 
outstanding CON’s beds are licensed. 
 
There are no outstanding CONS. 
 

6. Data:  The Department of Health data on the current supply and utilization of licensed and 
CON-approved nursing home beds should be the data source employed hereunder, unless 
otherwise noted. 

 
Department of Health Data was used. 

 
7. Minimum Number of Beds: A newly established free–standing nursing home should 

have a sufficient number of beds to provide revenues to make the project economically 
feasible and thus is encouraged to have a capacity of least 30 beds. However, the HSDA 
should consider exceptions to this standard if a proposed applicant can demonstrate that 
economic feasibility can be achieved with a smaller facility in a particular situation.  
 
The applicant operates a 60 bed facility and this application is for 20additional beds. 
 

8. Encouraging Facility Modernization: The HSDA may give preference to an application 
that: 

a. Proposes a replacement facility to modernize an existing facility. 
 

b. Seeks a certificate of need for a replacement facility on or near its existing facility 
operating location. The HSDA should evaluate whether the replacement facility is 
being located as closely as possible to the location of the existing facility and, if 
not, whether the need for a new, modernized facility is being impacted by any 
shift in the applicant’s market due to its new location within the Service Area. 

 
c. Does not increase its number of operating beds. 

 
 

N/A 
 

9. Adequate Staffing: An applicant should document a plan demonstrating the intent and 
ability to recruit, hire, train, assess competencies of, supervise, and retain the appropriate 
numbers of qualified personnel to provide the services described in the application and 
that such personnel are available in the proposed Service Area. However, when 
considering applications for replacement facilities or renovations of existing facilities, the 
HSDA may determine the existing facility’s staff would continue without significant change 
and thus would be sufficient to meet this Standard without a demonstration of efforts to 
recruit new staff. 
 
The applicant has adequate staff and does not anticipate difficulty hiring additional staff. 
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10. Community Linkage Plan: The applicant should describe its participation, if any, in a 
community linkage plan, including its relationships with appropriate health care system 
providers/services and working agreements with other related community services to 
assure continuity of care.  If they are provided, letters from providers (including, e.g., 
hospitals, hospice services agencies, physicians) in support of an application should detail 
specific instances of unmet need for nursing home services. 

The applicant has letters of support in Attachment Section B-Need-A-10.  The applicant 
has a strong working relationship with several local physicians, a local senior community, 
the Lebanon Senior Citizens Center, The Senior Citizens Awareness Network of Wilson 
County and Tennova.   

 
11. Access: The applicant should demonstrate an ability and willingness to serve equally all of 

the Service Area in which it seeks certification. In addition to the factors set forth in HSDA 
Rule 0720-11-.01(1) (listing the factors concerning need on which an application may be 
evaluated), the HSDA may choose to give special consideration to an applicant that is able 
to show that there is limited access in the proposed Service Area.  However, an applicant 
should address why Service Area residents cannot be served in a less restrictive and less 
costly environment and whether the applicant provides or will provide other services to 
residents that will enable them to remain in their homes. 

All beds are dually certified and will continue to be.  The applicant’s model targets 
individuals who are Medicare qualified beneficiaries seeking skilled care for residents of the 
ALF and ILF at such time as those communities are opened. The applicant remains 
committed to serving all patients who present for care, and who qualify for such care.  The 
facility has not refused care to patients. 

12. Quality Control and Monitoring: The applicant should identify and document its 
existing or proposed plan for data reporting, quality improvement, and outcome and 
process monitoring systems, including in particular details on its Quality Assurance and 
Performance Improvement program as required by the Affordable Care Act.  As an 
alternative to the provision of third party accreditation information, applicants may provide 
information on any other state, federal, or national quality improvement initiatives. An 
applicant that owns or administers other nursing homes should provide detailed 
information on their surveys and their quality control programs at those facilities, 
regardless of whether they are located in Tennessee. 

The applicant states they already comply with all existing reporting requirements, and will 
report annually using forms prescribed by the agency concerning continued need and 
appropriate quality measures as determined by the agency pertaining to the certificate of 
need, if approved. 

13. Data Requirements: Applicants should agree to provide the TDH and/or the HSDA with 
all reasonably requested information and statistical data related to the operation and 
provision of services at the applicant’s facility and to report that data in the time and 
format requested.  As a standard of practice, existing data reporting streams will be relied 
upon and adapted over time to collect all needed information. 

The applicant agrees to participate. 
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14. Additional Occupancy Rate Standards: 

a. An applicant that is seeking to add or change bed component within a Service Area 
should show how it projects to maintain an average occupancy rate for all licensed beds of 
at least 90 percent after two years of operation. 

b. There should be no additional nursing home beds approved for a Service Area unless 
each existing facility with 50 beds or more has achieved an average annual occupancy rate 
of 90 percent.  In determining the Service Area’s occupancy rate, the HSDA may choose 
not to consider the occupancy rate of any nursing home in the proposed Service Area that 
has been identified by the TDH Regional Administrator as consistently noncomplying with 
quality assurance regulations, based on factors such as deficiency numbers outside of an 
average range or standards of the Medicare 5 Star program. 

The applicant states the existing nursing home bed need shows Cumberland County is in 
need of additional nursing home beds.  The need existed at the time of the original 
approval and is even greater now in 2017. The key component of HSDA’s consideration 
should be how a facility’s own occupancy rates support economic feasibility; otherwise a 
facility that is highly desirable because of its services and amenities could be impeded from 
necessary growth as part of its strategic plan.  The three other facilities are not at or 
above the 90% guideline.  The last three years the applicant has been above the 90% 
guideline. 

c. A nursing home seeking approval to expand its bed capacity should have maintained an 
occupancy rate of 90 percent for the previous year.  

 
(a) The applicant projects an overall occupancy rate over 90% within 2 years of completion of 

this addition; (b) the applicant is the only nursing home in the County, and has operated in 
excess of 90% for several years; and (c) the facility operated at 97.3% in 2016. 

 
 


